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President Ernesto Perez Balladares has edged closer to negotiating an accord with the US that
would keep US troops in Panama after the canal reverts to Panamanian ownership in the year
2000. Legislation is being prepared to create a permanent canal authority, and in the meantime, the
current canal authority has adopted a master plan for the economic development of the Canal Zone.
The politically controversial question of keeping US troops in Panama has many supporters in the
US Congress who have pressed for a renegotiation of the 1977 Torrijos-Carter Treaties to permit a
permanent US military presence in the Canal Zone after 1999 (see NotiSur, 03/24/95).
During a visit to the White House by Perez Balladares in early September, the Senate passed a
resolution, introduced by Sen. Jesse Helms (R-NC), that argues for the extension of US militarybase rights as necessary to protect the canal, interdict drug trafficking, and crack down on moneylaundering operations. Bilateral exploratory talks that began last year foundered when the US
announced that it would not pay for the use of Panamanian territory, which had been a condition
set by Panama for any agreement on military bases. Again, in May of this year, Panama unilaterally
suspended talks, apparently to give the government time to review a study by economists
Marcos Fernandez and Jose Galan Ponce on the impact that the US departure would have on the
Panamanian economy, and to strengthen the shaky political support for formal negotiations.
The report concluded that. without the income from US military spending in the Canal Zone,
Panama would loose more than US$170 million per year for 15 years after 1999 and that base
maintenance would cost an additional US$20 million per year. It estimated the value of the assets
that will be turned over to Panama at just US$4.6 billion, well below the US$30 billion calculated
by the government. The report also estimated that only one-third of the 32,000 hectares to be
transferred to Panama would be of economic benefit. Some critics said the study was merely
propaganda to convince the public that the economic advantages of US troops remaining in Panama
outweighed the disadvantages of continued foreign influence and concerns about Panamanian
sovereignty. Former president Guillermo Endara (1989-1994) raised a conflict-of-interest issue by
noting that the authors of the report were associates of Planning Minister Guillermo Chapman.
In July, the Foreign Ministry began holding talks with opposition political parties, civic groups,
labor unions, and business leaders to build support for negotiations. The Renovacion Civilista and
Movimiento de Renovacion Nacional (MORENA) are in favor of a base-rights accord, but other
parties such as Endara's Partido Arnulfista are in opposition. "We don't need any negotiations
and the people will not approve of it," said Endara. On this point, Endara appears to be out of step
with many opinion polls, which consistently show that, for economic reasons, large majorities of
up to 80% favor a continued US military presence. The private sector generally supports an accord
on bases, not only for the income they provide, but because of the belief that the US presence
would provide the appearance of security and stability that may attract foreign capital. The privateenterprise association Consejo Empresarial Panama-Estados Unidos said that the proposed
extension of military-base rights was also necessary "as a protection against drug trafficking."
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However, a base-rights agreement has been political dynamite in Panama for years. For example,
a brief trip to Washington in January 1995 by Foreign Minister Gabriel Lewis, during which the
subject of bases was discussed, created such polemics that the Foreign Ministry was forced to
announce that the government has no interest in negotiating any agreement with the US on bases.
Still, over the next few months, President Perez Balladares changed his stance, offering to consider
such talks provided the US proposed them. Since May, the administration has worked hard to
orchestrate a national consensus behind base-rights negotiations.
Clearly responding to Panamanian sensibilities on the issue, both Perez Balladares and Clinton have
redefined the historical role of the military bases, which, since the opening of the canal, has been
to protect it from attack. Many Panamanian political leaders say that maintaining foreign troops
in the Canal Zone after 1999 would be an admission that Panama is incapable of managing and
protecting the canal. Accordingly, the US now proposes to keep troops in Panama only to maintain
anti-narcotics operations and for humanitarian assistance, such as search and rescue missions.
Gen. Barry McCaffrey, then head of the US Southern Command, underscored the newly defined
mission just after the September meeting in Washington between Perez and Clinton. He said that
the US no longer has any vital national-security interest that would require stationing troops in
Panama after 1999. For his part, Perez Balladares insisted that any deal to keep US troops in Panama
would not be for security reasons but strictly to benefit the Panamanian economy. The result of the
September meeting, then, was an agreement to begin new exploratory talks on the possibility of a
base-rights agreement. Perez Balladares carefully qualified the scope of the meeting, which he said
was only "to see if there is enough interest to start formal negotiations," and he emphasized that the
idea was proposed by Clinton.
An unidentified Panamanian official told Agence France-Presse that, because of the sensitive nature
of the issue, it was impossible for Perez Balladares to bring it up. But because Gen. McCaffrey
had publicly spoken in favor of using Howard Air Force Base and other facilities in anti-narcotics
operations after 1999, the president was free to respond to the idea during the meeting with Clinton.
Perez Balladares suggested to Clinton that some of the reverted bases could be used as an "interAmerican center" against drugs, with members of the Rio Group participating along with Panama
and the US (see NotiSur, 10/11/96).
Thus, the scenario worked out by the two presidents so far is to hold low-key talks sometime later
this year on a multinational, rather than a US, presence, and to submit any proposal they agree
on to the Panamanian public for approval in a plebiscite. During the Washington visit, Perez
Balladares promised to ask for a national consensus on the issue. Turning the tables on those critics
who attacked him for "selling out" to the US by agreeing to negotiations, he said he was merely
carrying out a popular mandate to keep the bases open, and he cited opinion polls to show he had
no alternative. A week after the talks, the US State Department appointed John Negroponte as
"special coordinator" for negotiations with Panama. Negroponte is former ambassador to Honduras
and Mexico.
The meeting with Clinton and the simultaneous Helms resolution rekindled the national debate on
the issue, with some members of the president's Partido Revolucionario Democratica (PRD) raising
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objections to the negotiations. PRD president and Legislative Assembly deputy Gerardo Gonzalez
said that he would vote against a military-base accord if one were submitted to popular vote. Endara
called the decision to negotiate "a whopping error." While Perez Balladares was in Washington,
news of the Helms resolution sent thousands of protestors into the streets to picket the US Embassy
and the UN offices. The protests erupted again on Sept. 12, after publication of a report that the US
Defense Department had said there already were accords between the two countries that would
keep 4,600 US troops in Panama in three bases after 1999. How the reverted properties will be used
and how the canal is to be administered after 1999 have also become hotly debated political issues.
Critics raise the specter of corrupt deals that would divert economic benefits away from social
programs, and labor unions are worried that labor policy under a new canal authority would
roll back wage gains. At a conference held in May on the future uses of the Canal Zone, political,
business, and civic-association leaders hammered out a protocol intended to guarantee that
decisions on the use of the reverted properties would be free from political manipulations. The
conference produced a general agreement that promises clean elections in 1999, environmental
protection of the Canal Zone, a prompt decision on whether to modernize the canal by building
a third set of locks, and national approval of a general plan for the productive use of the reverted
properties.
At the close of the conference, Perez Balladares said that the proposed legislation to set up a Panama
Canal Authority would be broadly discussed before submission to the legislature. The goal is
to achieve national approval for all policies concerning how the canal is to be managed. While
the conference seemed to bring all interested groups together on general principles, there was
disagreement at another conference held in September on more specific questions arising from the
General and Regional Plan for the Use of the Interoceanic Area, worked out by a Panamanian-US
consortium, Consorcio Intercarib/Nathan Associates. The plan was submitted to the conference by
the canal authority (Autoridad de la Region Interoceanica, ARI), which was set up in 1993 to oversee
management of the reverted properties (see NotiSur, 07/20/96).
Julio Bermudez, representing small and medium-sized businesses, charged that the plan was a
giveaway that would hand out valuable concessions to powerful interests who control the economy
and that it was totally lacking in social content. In the same vein, Gloria Young, president of the
Papa Egoro party, said that all the reverted property belongs to the Panamanian people and should
not be given away to the private sector. Defending the development plan, ARI president Nicolas
Ardito Barletta said that it included many social benefits such as jobs created by export promotion
and the construction of housing for workers in the Canal Zone. An example of how the General
and Regional Plan is to work can be seen in the proposal adopted for Fort Amador, which was
transferred to Panama on Oct. 1.
The proposal is to turn the former naval base, located at the Pacific entrance to the canal, into a
five-star "tourist emporium." The Korean-US firm United Enterprise Trust Group (UETG) has
signed a contract with ARI to build a US$150 million hotel-casino, time-share condominiums, and
a monorail connecting the complex to a shopping center on islands that formed part of the base.
The plan also includes construction of other hotels, a marina, and a port to handle cruise ships.
[Sources: Notimex, 09/07/96; Inter Press Service, 05/29/96, 08/30/96, 09/12/96; La Prensa de Panama,
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09/04/96, 09/08/96, 09/10/96, 09/12/96, 09/13/96; La Estrella de Panama, 09/12/96, 09/16/96, 09/17/96,
09/18/96; Inforpress Centroamericana (Guatemala), 05/02/96, 06/13/96, 08/08/96, 09/19/96; Agence
France-Presse, 05/28/96, 09/02/96 09/04/96, 09/06/96, 09/07/96, 09/10/96, 09/11/96 09/30/96; Agencia
Centroamericana de Noticias Spanish News Service, 05/04/96, 06/05/96, 09/25/96, 09/28/96, 09/30/96]
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